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SUBJECT: IBRD PAPHOS WATER DEVELOPMENT PROJECT LOAN 
REF: NICOSIA 2254 

1. GOC DELEGATION (SEE REFTEL) INITIALED $14 MILLION IBRD 
LOAN FOR FIRST STAGE OF PAPHOS WATER DEVELOPMENT PROJECT 
ON NOV 9. 

2. GOC PLANNING BUREAU DIRGEN (ARISTIDOU), VETERAN OF 
PREVIOUS IBRD NEGOTIATIONS, TELLS US THAT BANKS NEGOTIATING 
POSITION WAS TOUGHEST EVER. BANK TOLD CYPRIOTS THAT GOC'S 
HIGH FOREIGN EXCHANGE RESERVES AND PER CAPITA GNP MAKE IT 
IMPOSSIBLE FOR BANK TO PROVIDE THE ENTIRE $18 MILLION FOREIGN 
EXCHANGE COMPONENT OF THE PROJECT. THOUGH BANK INITIALLY 
OFFERED $12 MILLION, THEY CAME UP TO $14 MILLION ON FINAL 
DAY OF NEGOTIATIONS. 

3. BANK ALSO INSITED THAT LOAN AGREEMENT PROVIDE FOR TURKISH 
CYPRIOT PARTICIPATION THROUGHOUT PROJECT AND GUARANTEE 
COMPENSATION FOR TURKISH PROPERTY FLOODED BY NEW DAM SITE. 
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4. COMMENT: UNDP. WHICH SPONSORED FEASIBILITY STUDY FOR 
PAPHOS PROJECT, HAD RECOMMENDED TO IBRD THAT GUARANTEES FOR 
TURKS BE WRITTEN INTO LOAN. WITH SOME TURKISH LAND TO BE 
FLOODED BY THE PROJECT, THE DEVELOPMENT OF INTERCOMMUNAL 
CONTROVERSY APPEARS CERTAIN. HOPEFULLY, GUARANTEES FOR TURKS AND 
GENUINE PARTICIPATION WILL FORESTALL SOME OF IT. 

GRANT 
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